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Some of the major characieristics of the fiscal nolicles of the Chirnese
Comrunist Governnent have been demonstrated in recent develonments.

Com unists and other persona concerned with oublic fin~nce administrati n

state thot the gove nment is now trying to meet all of its exmenses from
taxation. These expenses are very high since it is necessary tec suoport
large armed forces, and, at the sazme time, to rake heavy canital investiments
for the nurwose of increasing induastrial vroduction. That the national econo-
ny may not be able to bear the burden of present taxation is a question cansing
some concern $o governrment economists, varticularly since they have no detailed
stulies or trustworthy estimates on vhich %o base $ax molicles. They believe,
however, that the tremendous arount of canital used for excessive sneculation
during 1948 and 1949 can be absorbed by oresent taxation without barm to the
national economy.

The economists believe thnt the couniryside bore under the Nrtionalists a
dlsoromortionately large mortion of the n~tion~l tax burden. The new taxes

are designed to fall heaviest on the cities, where there 1ls more sveculative
canital. Officisls in Canton have been wnrned by non-Communist sconomists in
acadenic circles th~t Canton taxes are absorbing ruch of the working canital

of Canton's comrerce ani industry, and that this circumstance is alwes? rersain

to result in a decrease in oroductien. The officinls admit the mossibility,

but state that they rmst have this revenue and thnt they will incresse »roduction
by increa:ing industrial afficiency. Under the Nationalists,nroduction in large
industrizl wnits in Canton was sometimes increzsed by the manaserentis controlling
the entermrise. These managers anl technicinns are nov receiviag high nay and
bonuses. This molicy increases nroduction in larger units, but is i-vractical in
the case of the small, semi-handicrait industry, vwhich ~lrost monowelizes pro-
duction in some industries. The Comrmunict Govermment has yet to devise a volicy .
to cone with the latter groum.

In three villages near Canton, grain taxes are assessed at the end ¢f the harvest
on a 8lillng scale. The total yield for each landholder 1s determined dy assessors.
For each merber of the household, three (3) »iculs of rice is dedvcted from this
total. A further deduction is allowed for nroduction costs, in which fi:ure labor
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i1ag not incluied. A graduated trnx, from four to tventy=Tive mercen® Aevending
on the »roductivity of the 1ani, i3 then assessed. The farrer is at liberty
to disnese of his net surolus as h2 wishes. In gereral, the fnrmers regard
this tax as licht ani equitable, esnecially since there have been no svecial
agsessments and levies during the »ast month. The farmers, vast masters at
the art of concealing vroduction aad adulterating greins naid as tax revenues,
are successfully oracticing their ~1d tricks, This vattern apvears fo be
common throughout Kvangtung so far as the grain tax is concerned.

In Canton vroner there are three major taxes. While two of these are loans,
they are regarded by the bedy ovelitic as taxes. They are as follows:

(1) "Victory Loan," Sheng I4 thedak'u'p Hé~ 7 fﬁ g7 ), for which Canton
has a gueta of Jen Min Piac $1,500,000,000. This 1oqn matures ‘n three
years, but it is regarded as a Jlorced ccwfribution and those 7aying it
are not honeful of recovering thelr investrents. Subseriberg receive
no bonds or si~ilar documents. bui are given a receint vhich does not
bear a sromise to reolay.

(2) Public Victory Bonds, Sheng-11 Fung Chui (Eﬁ?zy/‘ ?ﬁ ), vhich are %o
mature in five years and bear five nercent 1ntersst. The Canton quota
for these otligations is exvected to be about JI2Ls5,000,000,000.
Subscrintions will be obligatory.

(3) Surnlus Profits Tax (ﬁﬂ {% ﬁﬁl ), for which the Canton quota for the
current year is JrD$3,000,000,000. When this tax was announced, a "De-
mocretic Determination of Tax Rate Meeting" was celled by the municival
authoritles. ZXach industry waz revresented and vas assigned a cuota of
the totnl tax. The lenders of each industry then ret semaratelr to
nro-rate the tax nrong firrms belonging te th-t industry. To ammenl was
allowed the individual firm fron the decision sf the lenders of the
industry. Mo figures are available on the effects of the surnlus vrofits
taz on lndustiry. However, in one case s leather g-rdg fuctory having a
eanital of HE$15,000 wvhich normally earned abrut 2.5 percent »er month on
this sum, has, in the nast three months, besn taxed HE$2,000 an the Survlus
Profits Tax, HE$1,500 >n the Victory Loan, and a EKE3,000 assessment for
certaln vublic works i-wrovements in the neighborrnnd where the faciory is
located. In snobther case, the Heinei ( %> ) - harmaceatical 1 cks, which
does o normal business of HY20,000 ver moﬁé%, was taxed HX$22,000 in thrae
monthe. Both of thege nlants have cemsed overations.

One of the means being usad by ihe Chinese Cormmmnist Government to d:crease
exnensrs 1s to emnloy garrison sroons in agriculture. This hns been begun

in the Canton srea.Xor exarvle, a company on guard duty near T!ien-ho Airfield
is cultlvating unused land in the vicinity. Fermission to use ths lsnd was
first asked of the owners. Where nermission was not given, the land wag not
cultivated. A nominal rental is poid the cucers and the oroduciion is exernt
from $nzation. The unit supdlies its own needs for veretables ~nd nork snd
exnects to oprovide its own rice within the next several months. This system
is being followed by all trooms in Kwangtung not actunlly engaced in or nre-
»aring for combat.
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